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DECISION do. 68685 

OPINION AND ORDER 

I N THE MATTER OF THE APPLICATION OF 
4RIZONA PUBLIC SERVICE COMPANY FOR 
4N EMERGENCY INTERIM RATE INCREASE 
4ND FOR AN INTERIM AMENDMENT TO 
IECISION NO. 67744. 

IATES OF HEARING: March20,21,22,23,24,27,28,29,2006 

'LACE OF HEARING: Phoenix, Arizona 

N ATTENDANCE: Jeff Hatch-Miller, Chairman 
William A. Mundell, Commissioner 
Marc Spitzer, Conmissioner 
Mike Gleason, Commissioner 
Kristin K. Mayes, Commissioner 

WMINISTXATWE LAW JUDGE: Lyn Farmer 

WPEARANCES : Mr. Thomas I,. Mumaw, PINNACLE WEST CAPITAL 
CORPORATION; and Mr. William Maledon, OSBORN 
MALEDON, on behalf of Arizona Public Service 
Company;. 

Mr. C. Webb Crockett, FENNEMORE CRAIG, P.C., on 
behalf of AECC and Phelps Dodge; 

Mr. Scott S .  Wakelield, Chief Counsel, on behalf of the 
Residential Utility Consumer Office; 

Mr. Jarrett J. Iiaskovec, LL'BIN & ENOCH, on behalf 
of the International Brotherhood of Electrical Workers 
Local Unions 387,640 and 769; 

Mr. Timothy M. Hogan, ARIZONA CENTER FOR 
LAW IN THE PUBLIC INTEREST, on behalf of 
Western Resources Advocates; 

Mr. Michael Grant, GALLAGHER & KENNEDY, on 
behalf of Arizona Utility Investors Association; 

Ms. Laura Sixkiller, ROSHKA, DeWULF & PATTEN: 
on behalf of UniSource Energy Services; 

. -  
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V. Robertson, Jr., MLWGER 
CHADWICK, on behalf of Southwestern Power Group 

uite Power, LLC, and Bowie Power 

Y, on behalf of 

olonel Karen behalf of the 

Mr. Christopher Kempley, Chief Counsel, and Mr. Jason 
. Gellman, Attorney. Legal Division, on behalf of the 
tilities Division of the Arizona Corporation 

Mr. Jay I. Moyes, MOYE 
Arizona Agricultural Group; 

e Agencies; and 

On January 6,2006, the Arizona Pu ice Company (“tu’s’‘) filed an application with 

11 emergency interim rate increase and for 

(“Application”). 

By Procedural Order issued January 9, 2006, a procedural conference to discuss the process 

, 2006. The Jmuary 12, 2006 procedural conference 

ers, AFL-CIO, CLC, Local 

68685 DECISION NO. 
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On January 27,2006, a procedural order was issued setting a hearing in this matter. 

al conference was held on March 14, 2006 to discuss the scheduling of witnesses 

atters. The hearing on this application was noticed as an A.R.S. 3 40-252 

proceeding in order to allow the Commission flexibility to modify its previous decisions. 

The hearing was held as scheduled on March 20, 21, 22, 23, 24, 27, 28, and 29, 2 

presented testimony of Donald Brandt, Peter Ewen, Steven Wheeler, Steven Fetter, Elliott Pollack, 

presented testimony of J. Randall Woolridge, Ralph 010, and Donald Robinson. S 

ara Keene. RUCO presented testimony from M 

imony of David Getts; CC presented tes 

sored testimony of Robert DeSpain. 

h 30, 2006, AECCPhelps Dodge filed its Notice of Filing of AECC Late-Filed 

plement to AECC Exhibit No. 7). 

2006, Staff filed its Closing Brief and its late-filed exhibit S-1 1 . 
, 2006, RUCO filed its Post-Hearing Brief. 

2006, APS, AECCPhelps Dodge, AUIA, WRA, and the FEA filed 

pril12,2006, the Power Group filed their Post-Hearing Brief. 

DISCUSSION 

n in additional annual 

2006, and subject to 

' Docket No. E-01345A-05-0816. 

DECISION NO. 68685 
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According the Application, APS earns up or profit on fuel and 

lable. The Application 

operations at Palo Verde 

d by any of the 2005 unplanned Palo Verde 

avoidable and largely un 

also reflects expected states that the requested interim base 

other APS power plants and is not imp 

APS’ Application also requests that the ission amend Decision No. 

2005) on an interim 

costs recoverable in 

APS Position 

s to remove the $776 n total retail fuel and p 
2 

In its rebuttal testimony filed on M 

1 prices between Nove 

According the Application, APS is 

modified its request to $232 million 

nd of February 2006. 

antid operating cash flow deficiency 

that has already led to one downrating of its debt securities to the bottom rung of the investment 

grade ladder. According to the Company, this increases its financing costs by approximately ten to 

fifty basis points and decreases the marketability of its securities. APS believes it is likely that it will 

be further downgraded to non-investment “j bond” status for the first time in its over 1OO-year 

history of service in Arizona if its interim rate relief to address the 

and purchased power costs” is not granted. The Application stat 

due to declines in 

APS would be among the 

In Commission Decision No. 
ibove the $776.2 million “cap” 



raded transmission an 

environmental control systems, and othe 

Zompany’s capital expenditure budget fo 

APS and its custo 
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likely be further downgraded to n-investment grade bond status. Mr. andt testified that 

my further downgrade in APS’ credit rating from its current BBB- rating to below investment grade 

:auld cause an immediate additional annual increase in interest expense in the range of 

Further, by 2015, the additio ount of annual interest expense would grow to $150 

een $625 million and $1.2 billion in million to $230 million, for 

3dditional interest costs. 

cumulative amount o 

testified that the i 

investment grade would be costly in the following ways: 

APS’ current credit rating to non- 

most $5 billion wo 
long term debt to finance essential generation, environmental control, transmission 
and distribution construction programs, and to refinance existing long-term debt when 
it matures. As a result, the Company’s annual financing costs would increase between 
$110 million and $225 million over what they would have been if APS had not been 
downgraded to junk status; 

APS’ approximate $539 million of tax exempt debt and the cost associated with this 
debt would increase an additional $4 million per year due to increased fees and 
additional interest. 

Because of the seasonal nature of APS’ cash flow, APS relies heavily on commercial 
paper for its working capital needs. If APS were M e r  downgraded to non- 
investment grade, its access to the commercial paper market would be eliminated and 
APS would be turning to its more costly revolving credit agreement to satisfy its daily 

ase APS’ overall co out 

0 Further negativ include difficulty renewing existing credit agreements; 
negative effects to its marketing and trading functions including collateral calls which 
could place a significant liquidity strain on APS when the Company is least able to 
access the markets; in addition to cash collateral calls, energy trading counterparties 
may place other onerous terms on their dealings with a non-investment grade company 

since base fuel 
rates were established in Decision No. 67744 and continuing significant increases in 

6 DECISIOX NO. 
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6 from the imbalance costs and cost 
recovery which has weakened the Company’s key financial indicators and a further 
downgrade according to APS if the Commission does not address fuel cost recovery in 
a manner that promises to reverse the downward trend in the Company’s financial 

and $230 million by 2015. 
Credit limitations imposed o 

approximately $65 million in 2006. 

Affidavit and Application were filed, 

all three of the 
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ayers, and raises th 

massive additional interest costs over the n 

result of a decision by the Commission to defer recovery of thes 

hearing, Mr. Brandt presented his opinion of how the various proposals affected the risk probability 

that APS’ credit rating would be downgraded to junk? He also pres d an exhibit that set forth 

APS’ expectation as to what FFODebt would be obtained under the us proposals.4 Mr. Brandt 

testified that neither the Staffs nor the AECCRhelps Dodge proposal is a sufficient alternative to the 

ry real possibility that ratepayers will be saddled with 

ecade if APS’credit ratings suffer a downgrade as a 

ed emergency rate relief. 

Mr. Peter Ewen, Manager of Revenue and Fuel Analysis and F 

testified concerning the increasing costs of the Company is experiencing 

0 Incremental sales growth and fuel mix. APS has one of the fastest growing territories in the 
country and growth is one of the dominant factors producing increased fuel and purchased 
power costs. The Company’s incremental sales attributable to growth is met primarily with 
high cost natural gas and purchased power. This factor alone accounts for $147 million of the 
requested interim rate increase. 

Natural gas prices. Natural gas prices have increased dramatically since 2002 according to 
Mr. Ewen and coupled with purchased power price increases are responsible for a $330 
million increase in the Company’s base cost of fuel prior to the results of the hedging 

Purchased Power Prices. Prices mes from natural gas 

Company’s base cost 



ion tool (“RTSim”) to calculate th 

eplicates the dispatch of th 

w base fuel rate. 

S system and is the primary fuel expense and 

Iff-system sales forecasting tool used by the Company in preparing its annual budgets, long range 

casts, and near term operational plans. In his rebuttal testimony, Mr. Ewen testified that the 

at he does not agree that resetting the base 

testified if APS 
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APS witness Donald Robinson testified that the Staff recommendation is consistent with how 

d the Power Suppl Adjustor (“PS A”) working under the Settlement Agreement. 

mmendation allows the PSA to better track changes in fuel 

costs, which then any’s operational cash flow and resulting financial metri 

believes that Staffs reco endation to allow surcharges would better match the payment of costs 

with the customers incurring those costs and would provide a better signal to customers concerning 

the cost of their use of energy d the value of conserving energy. the hearing, Mr. Robinson 

testified about the Company’s 

stions by Commissioner 

ing and bonuses for its officers in response 

APS witness ibits on the bill impacts of the req 

increase. 

RUCO’s Position 

RUCO presented one witness, Marylee Diaz Cortez, on its behalf. Ms. Diaz Cortez testified 

that APS’ Application does not reflect an emergency at this time. Ms. Dim Cortez testified that prior 

to the issuance of Decision No. 68437 (February 2, 2006), there might have been a case to debate 

over whether APS’ condition was such that its ability to maintain service pending a formal rate 

determination was in serious doubt, but since the issuance of that decision, there are no grounds for 

finding an emergen there is no longer any basis for a perception by 

the rating agencies with the growing deferrals in a timely manner 



D 

RUCO concluded 

vestment grade ratings. 

Ms. Dim Cortez 

a finding of fair value. 

inue to provide electric service absent e ncy interim rate relief, citing APS’ testimony 

that the deferrals have constrained only 20 percent of its equity returns. Ms. Dim Cortez testified that 

RUCO’s position is that “granting an emergency interim r ncrease at this juncture would 



e. He recommends that the ratio can be obtained through an emergency interim rate 

f $126 million in calendar If this rate increase were implemented on May 1, 

ely 7.8 percent. Mr. Higgins 

is proceeding as it would allow 

having to absorb its 10 percent share of the cost differential between the current base 

energy rate and its new proposed energy rate. Mr. Higgins proposes that the base energy rate should 

remain at the level established in APS’ last general rate case and any revenues collected from the 

2006, revenue could be collected with an increase of approxi 

disagrees with APS’ proposal to establish a new base energy rate 

rgency surcharge should be applied as a credit against the PSA annual tracking acco 

would recover the 90 percent cost share assignable to customers with the remaining 1 

assigned to APS in accordance with the PSA mechanism. Under this recommendation, the new base 

energy rate would then be established in the pending general permanent rate case. 

Mr. Higgins also opposed APS’ proposed interim surcharge rate design. According to Mr. 

Higgins, although APS has stated that the proposed increase would be a 14 percent increase, Mr. 

Higgins believes that the Company’s proposal would actually raise rates for many industrial 

customers by more than 20 percent. He believes that it is inappropriate in the context of an 

emergency rate filing with a limited record and restricted opportunity for analysis, to put in place 

disproportionate increases on different customer groups. He recommends that the only appropriate 

rate design would be an equal percentage increase for all customer groups and that this could be 

equal percentage surcharge on total customer bills exclusive of PSA ch 



ony of David Getts, the Chie 

Southwestern Power Group 11, L.L.C. The Po 

relief that APS is able to demonstrate is nece 

level of emergency interi 

maintain securities and financial instrum 

ent grade quality. The members of the Power Group are competitors in the wholesale electric 

APS is the largest potential purchaser capacity and energy in the market. 

APS’ creditworthiness can have a direct effect on the terms and conditions 

market in Arizona 

Mr. Getts testifi 
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tting a particular FFO/Debt 

testified that granting an emergency rate 

increase as a way to provide for APS to collect fuel and purchased power costs is not a preferred 

cause it would be based on forecast estimates of fuel costs 

actual costs already incurred; it would like 

S has not proven that it is currently exper 

require incurring additional costs for a 

cing a financial emergency or cash flow 

crisis; and there is no assurance that increasing APS’ rates by $299 million subject to refund would 

result in a bond rating upgrade or prevent a bond rating downgrade. Mr. Smith agreed 

downgrading of APS’ debt to junk status would not be a desirable outcome because in addi 

resulting in increased borrowing costs, it would impede the Company’s access t 

Rather than grant APS emergency rate relief that is not needed, Staff recommended that the 

Commission should address any deferred fuel balances through means of quarterly surcharges. Staff 

testified that prompt action on the PSA surcharge request is a better and more appropriate way to 

address the Company’s growing deferred fuel balance than the Company’s request for emergency 

rate relief. Staff recommends that the functioning of the PSA be reviewed in the current APS rate 
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any evidence that its bonds are about to be downgraded to junk status and noted that the rating status 

S&P, the only agency that has the Company 

e did note that the do 

d rating one notch above j 

that as of January 2006, it 15 point basis points. 

Keene set out the vario 

requested rate increases, surcharges and emergency rate increase requests. At the hearing, she 

testified that pursuant to Decision No. 67744, low-income customers on the E-3 and E-4 low-income 

discount rates do not pay either adjustor rate or any surcharges. 

estimony of William Gehlen. Mr. Gehlen testified that Staff 

evaluated the assumptions APS used in calculating the various projections for uncollected fuel and 

purchased power expenses for 2006. Mr. Gehlen testified that the Company has developed a hedge 

implementation strategy w i 6  the intent to manage price risks that has been caused by increased 

volatility in the natural gas and purchased power markets. The Company has hedged 85 percent of its 

2006 natural gas and purchased power requirements and so the projected uncollected fuel and 

purchased power cost changes are li n testified because of hedging, the greatest 

impact on fuel and purchased powe be the loss of a nuclear or coal, base unit 

resource during the peak June through September period. APS would become even more reliant on 

exed to the price of natural 

d purchased power 

ower expenses are 

s generating unit as well as the purchased power market which 

this would result in a dramatic incre 

for uncollected fuel and purc 



riz. 531, 578 P.2d 61 

(“Attorney General 

used: when an emergency exists; 

customers if the rates are later found to be excessive; and when the Commission will be making a 

rates after a valuation of the utility’s property. The parties 

zona Attorney General’s Opinion 

e interim rates should be 

sufficient bond has been posted guaranteeing re 

Arizana Attorney General 

The foregoing autho 

criteria to determin 

The Opinion says: 

bodies utilize interim rates as an emergency measure when s 
hardship to a company, when a company is insolvent, or when 
company is such that its abili 
determination is in serious doubt. 

In addition, under the Mo 
the Commission to grant permanent rate relief within a reason 
grounds for granting interim relief. 

is not proper merely because a company’s rate of return has, over a period of time, 
deteriorated to the point that it is unreasonably low. In other words, interim rate 
relief should not be made available to enable a public service corporation to ignore 
its obligations to be aware of its earnings position at all times and to make timely 
application for rate relief, thus preserving its ability to render adequate service and to 

Perhaps the only valid generalizati on this subject i 



intended to set only conditions upon whic ve emergency 

interim rate re1 Dodge states that the 

Commission ha only in situations where only historical 

costs were eval costs threatened to severely impact the 

AECCRhelps Dodge Brief, p. 3. AECCPhelps Dodge 

ng several Commission de 

cy interim rate reli 

ations where pro 

ort the conclusion 

ate relief when prospective costs are 

considered part of the circumstances that warrant an emergency.” Id. 

Staff argues that the Commission has broad discretion whether to grant emergency rate relief. 

In its brief, Staff states that while Residential Utility Consumer Ofice v. Ariz. Corp. Comm 

Ariz. 588,  20 P.3d 1169 (App. 2001) requires that an emergency must exist to grant APS the 

requests, the question of what qualifies as an emergen 

Commission to decide. Staff stated in its March 13, 200 

largely a question of fact for the 

hearing’ Brief that the Commission’s 

to specific, narrowly tailored sets of 

instructive”. FE 



mly upon making a finding of fair value is justified.” 0 Post-Hearing Brief, p. 5. 



growng deferrals of fuel and purchased PO 

claimed that it is insolvent, facing a liquidity crisis, or unable to provide service to its customers. The 

s that APS has not met the criteria that 

emergency rates. 

Staff reviewed recent Com ion emergency rate proceedings and concluded that in the 

where the Commission approved emergency interim rate relief, the utility’s 

‘sis had already occurred or was occurring. StafT stated that the Commission is not bound to find an 

emergency when only certain parameters are met, but sho 

Staffs analysis, the facts and circumstances do not justify 

Staff cites the testimony that there is no threat of insolvency or a liquidity crisis if the 

nied, and Staff disagrees with APS’ assessment that the credit rating agencies 

indicate that a downgrade is imminent. Staff believes that the written reports themselves should be 

ight than APS witness Brandt’s testimony about his conversations with rating agency 

personnel. Staff also notes that APS did not testify that it would be unable to continue to p 

adequate and reliable service pending resolution of the permanent rate case. In its brief, St 

that since “the co 



g Brief, p. 11. RUCO’s review of the 



and updates was picked apart, “placed into context”, explained and analyzed. The bottom line is that 

no party or the Commission will know what action, if any, will be taken or when, because those 

actions depend on future undetermined events and actions of entities not involved in this proceeding. 

As a Commission, our role is to evaluate the Company’s application from the broad 

perspective of not only what is in the Company’s best interests, but also what is in the public’s best 

interest. Although APS is appropriately concerned about its credit rating, deflecting responsibility for 

does nothing to show the credit rating agencies that it 

ned regulatory support” from the Commission. APS wants us to believe that our 

actions alone will determine the Company’s future, when in fact, APS’ internal decisions and its 

ability to manage its operations and respond to change is what .fundamentally determines how it 

has gotten itself i 

performs. It is in the best interests of all stakeholders, including APS management, shareholders, 

APS agreed to base costs that it knew wer 



applicable law concerning emergency rates and iews as to wheth the facts presented 

gency”. Applying the conditions discussed in the A 

is not insolvent. It clear that APS is able t 

pending a formal rate determination, albeit at a 

agree that APS is facing dship because it has i 

purchased power that it 

ly higher cost. 

d paid for substantial amounts of fuel and 

ot yet been able to recover through its current rate structure. The parties 

hority is sufficiently broad to enable us to gr 

me situations, that may be to grant emergency rate 

ere is some other of relief that would 



s that are being incurred, thereby allowing them to adjust 
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e of the PSA. This feature has not, as y 

we approved th 

ross revenues from off-system 

approximately $1 8-20 million 

imately $473 million in gross 

repare “net” off-system sales 

revenue figures but it was able to establish a $55 million “rate-stabilization fund” derived primarily 

from these revenues. This hnd  may allow S 

$40 million in fuel and purchased power co 

to its customers approxi 

ges at the Palo Verde Nuclear 

plication seeking recovery of PVNGS”), while A 

$44.6 million associated e unplanned outages at PVNGS. 

In Decision No. 67744 Staff was directed to commence a rev of APS’ off-system sales 

practices within. three years of the effective date of the Order. Because of APS’ disappointing off- 

system sales revenues, it is imperative that said review take place as part of the pending permanent 

rate proceeding. The review should compare PS’ off-system sales revenues and practices with 

West. The review should also include an analys 

and subsidiaries’ wholesale energy sales, incl 

sales revenues. We expect 

ues that will benefit both 



2greed with AECC’s recommendation, arguing that E-34 customers could experience rate increase 

Df as much as 20 percent, depending on load factor. 



MISCELLANEOUS ISSUES 

In its Post-Hearing Brief, argues that any changes to the 90/10 sharing requirement 

ding. “Although it is true that APS believes that the 90/10 

el and purchased power and that a 

Id not work to the detriment of 

d need not be addressed in this 

mmission to spe 

e applied to unexpectedly 1 

fuel in the general rat 

essed in the general 

would be sufficie 

interim rate increase approved by the Co 

whether and to what extent APS will be 

Commission establishes a n 

Since we are not authorizing an interim rate increase, there is no reason to “preserve” this issue for 

resolution in the general rate case. If APS also means by that language that the Commission may 

want to modify the Settlement Agreement and Decision No. 67744 in the general rate case to remove 

ission will preserve 

red to absorb 10% of that i 

the general rate case the issue of 

base rate in the gen 1 rate case.” AP 

the 90/10 sharing of the 2006 costs, we are clearly not “preserving” any such issue. The Settlement 

Agreement and Decision No. 67744 are still in effect and any proposal to modify the amount of costs 

that APS is allowed to recover is substantive and entirely different from the procedural issue of the 

timing of collectio f authorized costs. 

Brief, Western Re ce Advocates st 
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d the entire rec 

FINDINGS OF FACT 

State of Arizona. APS provides either retail or who1 

Arizona, with the major exceptions of 

Phoenix metropolitan area. APS also ge 

in the western United States. 

ic service to substantially all of 

On January 6,2006, APS filed with the Com 

nt, emergency interim rate increase in annual e 

Decision No. 67744, on an interim basis, to remove the $776.2 million “cap” on toral retail fuel and 

purchased power costs recoverable in rates. In its rebuttal 

Company modified its request to $232 million to reflect declines in fuel prices between November 

2005 and the end of February 2006. 

3. Intervention was granted to AECC, FEA, RUCO, AUIA, AzAg, Phelps Dodge, 

[BEW, AWC, WRA, UES, ACAA, A 

4. lic comment was h 

md approximately 40 public comm 

e, Wickenburg, AAW, and the Power Group. 

commencement of the hearing on March 20, 2006 



On April 7,2006,2006, Staff filed it 

1 10, 2006, RUCO filed its Post-Hearing Brie 

Decision No. 6774 

Cost deferrals d 
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recommended that the Commission modi@ the PSA to allow for quarterly 

atepayer and C 

by using actual costs; it addresses 

040 sharing requirement. 

by &owing the 

helps Dodge agreed with APS that an emergency existed and proposed 

eferrals through a surcharge t 

23. RUCO does not believe that an emergency exists, and at the hearing, RUCO testified 

port of Staffs proposal, and rejected APS’ proposed modifications to make the surcharge 

automatic upon application. 

24. An important factor in evaluating whether an emergency exists is whether there is 

some other form of relief that would address the asserted emergency besides the extraordinary 

remedy of interim 

25. APS’ existing rate s 

:onstitutional fair value finding requirement 

e already has incorporated one exception to the 

e form of the PSA mechanism which was 



costs and thereby the that ratepayers will pay; by sending more timely and accurate messages 

ng them to adjust their 

consumption; and by increasing the likelihood that APS will remain investment grade and thereby 

ts that are being incurred, thereby all 

ed outage costs are 

anticipates a balance in the 2006 
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residential summer 

y $7.33; the monthly 

ial winter customer bill by $3.72, and the monthly average residential winter 

income customers on the 

either the adjustor rate or any surcharge 

unt of interest the 

ill preserve the 90/10 sharing 

requirement. 

42. APS should include a separate schedule for this interim PSA adjustor in its monthly 

PSA filings and Staff should monitor on an ongoing basis whether APS is correctly accounting for 

the recovery. 

43. The amounts collected through the interim PSA adjustor, including any costs 

associated with unplanned outages, will remain subject to a prude review at the appropriate time. 

[n addition, all unplanned Palo Verde outage costs for 2006 should undergo a prudence audit by 



d/or other tariffs 
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ice while maintaining safe and reliable se 

60. APS should also look for ways to improve its cash flow, including looking at 

that are borne by shar 

focusing on its FFO/Debt ratio. 

t ratepayers, e 

61. Although we are not, at this time, imposing further restrictions on APS dividend 

payouts or dictating that certain expenses be eliminated, 

in such a manner (including its generation assets) that wi herein, together with the 

measures that APS itself adopts, its business profile returns to 5, its FFO/Debt ratio continues to 

improve and its credit rating remains investment grade. 

62. Because the Commission is particularly concerned about the rate impacts the growing 

costs of fuel and purchased power will have on the low and fixed-income customers who will be the 

hardest hit by the increase in energy costs, we will require APS in its pending permanent rate case to 

propose ways to implement automatic enrollment in the E-3 and E-4 low-income discount rate 

tested assistance programs such as for those customers who parti 

LIHEAP, Food Stamps, and Medicaid. 



hips are scheduled 

end in 2006 and 2007, and the Company has stated that the majority of its 2006 advertise 

ave not yet been placed. We believe that as a responsible Company, APS would immediately begin 

e resulting savings could be piit to better use for 

stablish a Rate Stabilization Fund 

increases. We do not believe the Comniission 

eliminating some of these discretionary exp 

, including $1.9 million to 

could be better direc a d  mitigating thc impact of rate 

on the Company’s cust 



the Company particularly because the Company derives the majority of it 

power or natural gas fired plants. Therefore we find at APS should file 

December 31, 2006, a report on the efforts that they are taking, 

ower from purchased 

Docket Control, by 

o develop natural gas storage in Arizona. 

CONCLUSIONS OF LAW 

1. Arizona Public Service 

Article XV of the Arizona Constitutio 

mpany is a public service corporation within the meaning of 

? 204,221,250,251, and 361. 

. The Commission Public Service Comp 

subject matter of the application. 

3. 

4. 

Notice of the application was provided 

Notice was given that the Commission would consider this matter pursuant to A.R.S. 6 
cordance with the law. 

40-252. 

5.  No emergency exits to warrant the implementation of emergency interim rates. 



mdergo a prudence audit by Staff. 

THER ORDERE 

IT IS FURTHER 0 

practices as part of the pending pe 



RTHER ORDERED that APS shall 

. . .  

. . .  
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